WAGE RATES, PORTSMOUTH, NEW 
HAMPSHIRE, NAVAL SHIPYARD 


HEARING 


SUBCOMMITTEE OF THE 
COMMITTEE ON ARMED SERVICES 
UNITED STATES SENATE 
EIGHTY-SIXTH CONGRESS 


FIRST SESSION 


ON 


». 19 


A BILL PROVIDING A METHOD FOR REGULATING AND 
FIXING WAGE RATES FOR EMPLOYEES OF 
PORTSMOUTH, N.H., NAVAL SHIPYARD 


MAY 18, 1959 


Printed for the use of the Committee on Armed Services 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1959 








COMMITTEE ON ARMED SERVICES 


RICHARD B. RUSSELL, Georgia, Chairman 


HARRY FLOOD BYRD, Virginia LEVERETT SALTONSTALL, Massachusetts 
LYNDON B, JOHNSON, Texas STYLES BRIDGES, New Hampshire 
JOHN STENNIS, Mississippi MARGARET CHASE SMITH, Maine 
STUART SYMINGTON, Missouri FRANCIS CASE, South Dakota 

HENRY M. JACKSON, Washington PRESCOTT BUSH, Connecticut 

SAM J. ERVIN, Jz., North Carolina J. GLENN BEALL, Maryland 


STROM THURMOND, South Carolina 
CLAIR ENGLE, California 

E. L. BARTLETT, Alaska 

HOWARD W. CANNON, Nevada 


Harry L. WInNGAtE, Jr., Chief Clerk 


SUBCOMMITTEE ON S. 19 


HENRY M, JACKSON, Washington, Chairman 
SAM J, ERVIN, Jr., North Carolina MARGART CHASE SMITH, Maine 


It 


pnt 


Statem: 


BY THE 
EPOSITED : . 
yniTED STATES OF AMERICA 


_ CONTENTS 


Statement of — Page 
Bridges, Hon. Styles, U.S. Senator from the State of New Hampshire _- 10 
Cotton, Hon. Norris, U.S. Senator from the State of New Hampshire-_ 11 
Jackson, Hon. Richard, Assistant Secretary of the Navy for Personnel 

NINE MIN i te Core ek tiers Jule te rk as pasts 2 
Merrow, Hon. Chester E., Representative from the First Congressional 
District of the State of New Hampshire___.____.______________- 12 

Newell, John R., president, Bath Iron Works; Bath, Maine______-__-_ 6 
Oliver, Hon. James C., Representative from the First Congressional 
mene an the Late OF Ramine.-. Oe kee 12 
Smith, Hon. Margaret Chase, U.S. Senator from the State of Maine_- 6 
III 










WAGE 


Prese 
Also 
commit 
Sena 
This 
4 meth 
Portsm 

With 
the che 
for con 

(The 


The 
Smith) 
Buildin 

| 


| A BILL 


Be it 

| Americ 
the hou 
New H: 

of simil 

of the | 


Sec. 
begins 
Hon. | 


US. 8 
Dea 
serve 
regula 
yard, 
subcor 
Mr. 


Sel 
85th 
seque 


WAGE RATES, PORTSMOUTH, N.H., NAVAL SHIPYARD 





MONDAY, MAY 18, 1959 


U.S. SENATE, 
SPECIAL SUBCOMMITTEE OF THE 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee (consisting of Senators Jackson, Ervin, and 
Smith) met, pursuant to call, at 2:15 p.m., in room 212, Senate Office 
Building, Senator Henry M. Jackson (presiding). 

Present: Senators Jackson and Smith. 

Also present: Messrs. Wingate, Darden, and Atkinson, of the 
ommittee staff. 

Senator Jackson. The subcommittee will come to order. 

This subcommittee was appointed to consider S. 19, a bill to provide 
, method for regulating and fixing wage rates for employees of 
Portsmouth, N.H., Naval Shipyard. 

Without objection, a copy of the bill and a copy of a letter from 
the chairman of the committee referring the bill to this subcommittee 
for consideration will be inserted in the record at this point. 

(The bill S. 19 and letter referred to are as follows:) 


{S. 19, 86th Cong., ist sess.] 


A BILL To provide a method for regulating and fixing wage rates for employees of Portsmouth, New 
Hampshire, Naval Shipyard 


ee SSS - 
ee 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Navy shall establish 
the hourly rates of pay for all per diem employees employed at the Portsmouth, 
New Hampshire, Naval Shipyard at the same hourly rates as are paid to employees 
dfsimilar classification resulting from area wage survey applicable to employees 
ifthe Boston, Massachusetts, Naval Shipyard. 

Sec. 2. This Act shall take effect on the first day of the first pay period which 
begins after the date of enactment of this Act. 


eee 


ApRIL 6, 1959, 
Hon. Henry M. Jackson, 
US. Senate, Washingion, D.C. 

Dear SeNATOR Jackson: The purpose of this letter is to request that you 
stve as chairman of a subcommittee to consider 8. 19, to provide a method for 
regulating and fixing wage rates for employees of Portsmouth, N.H., Naval Ship- 
yard. Senators Ervin and Smith are being asked to serve as members of the 
subcommittee. 

Mr. Darden of the committee staff is available to assist the subcommittee. 

Sincerely, 
RicHarD B, RussEuui, Chairman, 


Senator JacKSON. S. 19 appears to be identical to S. 2266 of the 
8th Congress, which was considered by this subcommittee and sub- 
sequently approved by the Senate on May 12, 1958. On August 12, 


1 





2 WAGE RATES, PORTSMOUTH, N.H., NAVAL SHIPYARD | 


1958, the Senate by a vote of 69 to 20 again passed S. 2266, the objec 
tions of the President to the contrary notwithstanding. ‘ 

I believe that the subcommittee is familiar with the essentia] facts 
to which this bill relates. 

A hearing on March 3, 1958, by the subcommittee appointed tg 
consider that bill is printed and available, as is Senate Report No 
1545 which accompanied S. 2266. 

The Chair expresses the hope that the earlier hearing and report 
may be considered by_reference and that today’s hearing may hp 
limited to the new developments of the last year. 

If Senator Smith, the author of this bill, desires to make any com. 
ments at this time, the Chair will be glad to recognize her for thet 
purpose. 

The Department of Defense witness on the bill is the Honorable 
Richard Jackson, Assistant Secretary of the Navy for Personnel and 
Reserve Forces. He is accompanied by the Chief of Industrial Re. 
lations, Rear Adm. R. E. Cronin. 

Senator Smith. 

Senator SmirH. Mr. Chairman, I will delay my statement. 

Senator Jackson. You will reserve your statement and make it 
later? 

Senator Smiru. Yes, sir. 

Senator Jackson. Secretary Jackson, we are glad to have you before 
the committee again, and we will be pleased to hear from you. 

The Chair would like to emphasize that what we are doing here is 
in effect incorporating by reference the hearings and_ proceedings 
previously held, and that we would like as far as possible to confine 
today’s hearing to new testimony. 


STATEMENT OF HON. RICHARD JACKSON, ASSISTANT SECRETARY 
OF THE NAVY FOR PERSONNEL AND RESERVE FORCES; ACCOM- 
PANIED BY REAR ADM. R. E. CRONIN, CHIEF OF INDUSTRIAL 
RELATIONS, U.S. NAVY 


Mr. Jackson. Thank you, Mr. Chairman. 

I have a statement prepared here, the greater part of which, I think, 
is in consonance with your request. I do rehearse some of the history 
for background purposes. 

Senator Jackson. That is all right, please go right ahead. 

Mr. Jackson. I am Richard Jackson, Assistant Secretary of the 
Navy (Personnel and Reserve Forces), and I have been designated to 
represent the Department of Defense at this hearing on S. 19. The 
Department appreciates the opportunity to make its views known to 
the subcommittee. 

The intent of the bill is to require that employees of the Portsmouth 
Naval Shipyard be paid the same hourly rates for each working classi- 
fication as are paid to employees of the Boston Naval Shipyard, based 
upon the wage survey used for setting Boston rates. 

Since the pay for employees of the Boston Naval Shipyard is deter- 
mined by a wage survey of private industrial activities in the mme- 
diate vicinity of Boston, the bill would require that the rates being 
paid by private industry in the vicinity of Portsmouth, N.H., not be 
considered in determining the proper pay for the naval-shipyard 
employees at Portsmouth. 
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The Department of Defense is much concerned about this proposed 
departure from the usual concept that whatever principle is estab- 
jished for one group of employees should also be established for all. 
| would like to explain this statement. Within the United States 
there are literally hundreds of labor-market areas. Private-industry 
ractice Within these areas has usually been to bargain with employees 
and determine, by agreement, what wages should be paid. There are 
exceptions, of course, in those plants which are not unionized. In 
such plants the pay set by management decision may be higher, lower, 
or reasonably the same, but to a great extent controlled by the com- 

titiveness of the labor market. 

The concept of Federal pay-fixing legislation for wageboard em- 
lovees has been that the Federal Government shall pay to its em- 
ployees the prevailing rates of private industry located within the 
same geographical area. Since ranges of private industry pay rates 
yary in each area it has become practicable over the years to deter- 
mine an average of pay by occupations, weighted by numbers em- 
ployed, and to use this figure, within certain alinement restrictions, 
as a middle step rate. The weighted-average pay, then, has come to 
be considered as the “prevailing rate.’’ The differences in these 
“prevailing rates” from area to area many times are quite marked. 
For example, a comparison of the Navy’s pay for machinist in labor- 
market areas close to each other, as determined proper by wage sur- 
yeys of comparable jobs, shows the following for the areas involved: 








Area Rate Area | Rate Difference 
Fredericksburg, Va-_--.-.------.------ $2.21 | Washington, D.C__-.._- fed dadtekoul $2. 62 $0. 41 
OS 2.26 | Hampton Roads, Va__..........-- 2. 63 7 
ES oo Lenincnibetdccenecs 9. OD 4 "Rrepont ANG i220 nso ce 2.78 .09 
Narragansett Bay, R.I_..--..---_-- 2.38 | Boston, Mass-_--_-_...-.......---.-- 2. 68 . 30 
EE oc bpbns nenaakemdusie 2.70 | San Francisco, Calif..............- 2. 80 .10 
ET WOM. ibclnwconchobeda 2. 57 | Puget Sound, Wash...--...-..-- . 2.71 .14 


Additional comparisons for the Army and Air Force areas are 
exemplified by the following: 







Area Rate Area Rate Difference 

te a cu cil $2.64 | Fitchburg-Lowell-Worcester _ _-..- $2. 41 $0. 23 
2.64 | Manchester, N.H.-..--....--...... 2. 06 . 58 

2.64 | Narrangansett Bay, R.I__........- 2. 39 .25 

2. 64 | Springfield, Mass. Sale 2. 43 an 

2.64 | Portland, Maine.................. 2. 26 .38 

we a) Re SE. 2. 56 .18 

OTbe | RONG TE ok go ngs cn cbs pedincd 2. 56 18 

Do 2.74 | Bridgeport, Conn...............-- 2.61 13 
DOMED, owen ww nne 270i | Tide Sa css 2. 44 27 
TOD, scclonscasene ER Ee a ae 2, 28 .43 
ames, DAG. .................--- 2:66 | Frederick, Md.................... 2.19 .47 





These are but a few of the examples which can be given for pay 
variations resulting from use of the prevailing-rate system by labor 
market areas. 

The problem which has confronted the Department of Defense 
whenever requests for variations from the usual practice have been 
received is a difficult one. Any action, administrative or legislative, 
which gives special treatment to a few, establishes a base for charges 
of inequities which are hard to refute. 
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The system of setting pay by prevailing rates of industry based 
on labor market areas, has received wide acceptance throughout th 
Federal Government. Judicious use of the public-interest authority 
has allowed the flexibility needed to meet unusual situations without 
endangering the basic concept. Such authority was exercised by the 
Secretary of the Navy during August of 1958 when an attempt was 
made to recognize the strong opinions of the Congress and of certain 
employee organizations in regard to rates of pay for the Portsmouth 
Naval Shipyard. Since the basic objections on the part of the 
Congress appeared to be that— 

(a) There was no comparable industry, that is, shipbuildip 
in the Portsmouth area, and (6) that the number of totg 
survey samples was not large— 

the Secretary determined that both objections would be met if survey 
data from the Portsmouth area were supplemented by the nearest 
shipyards in opposite directions. This meant inclusion of the Beth- 
lehem, East Boston Shipyard to the south and the Bath Iron Works 
to the north. This increased the total number of samples from 913 
in the previous survey to 2,619. The result was that in August of 
1958 Portsmouth employees were given a $0.19 an hour increase at 
the machinist level; $0.10 at the trades helper level; and $0.05 at 
the laborer level. Subsequent to that time a new wage survey 
allowed further increases of $0.16, $0.15, and $0.06, respectively. At 
the present time, the machinist rate is $2.68 for Boston, and $2.54 
for Portsmouth. 

The Secretary of the Navy, in making the decision to use the 
“public interest” authority of the wage-fixing law—section 7474, 
title 10 of the United States Code—considered all aspects of the 
situation in consultation with members of his staff, representatives 
of the Office of the Secretary of Defense, and representatives of the 
Department of Labor. He issued the following statement during 
August of 1958 when the first “public interest”’ action was taken: 

Because the Portsmouth Naval Shipyard is unique in that it is the only shipyard 
in a wage survey area where no private shipyard exists, and because there are 
certain trades and skills which are peculiar to shipyard operations, it is determined 
in the public interest, that the wage sample data for the Portsmouth area shall 
be supplemented by appropriate samples from the nearest shipyard in each of 
the adjacent wage survey areas, that is: The Bath, Brunswick, and Portland 
wage survey area to the north and the wage survey area in Boston to the south. 

On several occasions since this action was taken, letters of request, 
or verbal requests have been made to the Department of the Navy to 
take corresponding action in other areas. This illustrates intensity of 
feeling on the part of the Navy’s employees in their interpretation of 
fair play. It makes no difference to an employee whether the action 
taken is administrative or by special law; the precedent has been set, 
and he resents being treated less favorably than his fellow workers. 

The concept of setting wages by area has shown itself to be sound 
and generally acceptable over the years. Any legislation or adminis- 
trative action which is contrary to this concept could undermine 
what has proved to be one of the most effective and widely accepted 
programs for pay fixing in the Federal Government today. On the 
other hand, a comprehensive examination of the entire pay-fixing 
field within the Federal Government, as proposed by the President to 
the Congress, may well result in the development of new approaches 
which would meet all objectives. 
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It is very sincerely recommended that this committee not report 
favorably on S, 19. 

Senator JAcKSON. Thank you, Mr. Secretary. 

Senator Smith? 

Senator SmiTH. I have no questions. 

Senator JACKSON. I notice that adjustments were made in August 
of this past year, and I note that it is a case of the machinists that is 
up to, what is it, within 14 cents? 

Mr. Jackson. 14 cents. 

Senator Jackson. Why didn’t they do something about that be- 
fore? Frankly, I was impressed at the hearing last year that this 
was a unique situation, and I suppose that is one reason why we have 
had to deal with it uniquely. I had hoped that the Department 
would do something about it, because the Navy agrees that it is a 
unique situation, and it is the only area in the country where ale 
do not have shipbuilding facilities in the area, yet they are so close 
together that, I take it, cost of livingwise, there is very little difference, 

Obviously there is some difference in all areas. I was hopeful that 
this whole thing could be corrected without legislation, but it wasn’t 
until after the House and Senate passed the bill, which was later 
vetoed, that the Navy took steps to act, at least in part. 

Mr. Jackson. Yes. 

Frankly, Mr. Chairman, I, as an individual, was not persuaded that 
it was essential even last year. However, I was overruled by my 
betters, and possibly my more wiser contemporaries, because I had 
been satisfied myself that the samples were sufficient to be representa- 
tive of what was the wage level in the area, and the samples were 
sufficient in number to be indicative of the economy of that area, if 
you will. 

Now, I recognize, and the decision has been made and I certainly 
concur in the decision as made, that because of the uniqueness that 
there was justification for departure from what constitutes a tradi- 
tional, and I think, very sound mode, modus operandi of setting wages. 

Senator Jackson. Well, I personally was quite convinced that the 
hearing, I can’t recall the details without going back and refreshing 
my recollection, but I do remember that it seemed to stand out in my 
mind that we didn’t have the number of samples that we normally 
get in other areas around the country where wages are set, 

I believe I am correct in that, and it did seem to me to be a unique 
situation and am exception to the general situation. 

Iam concerned as you are, Mr. Seperate about setting precedents. 
As you pointed out in your statement, this is a unique area, and there- 
fore we get to an impasse, and there is nothing much we can do except 
to legislate. I for one wouldn’t want to convey the impression that 
we eae set a precedent here that would be applicable elsewhere. 

But, I felt that the evidence before us last summer was such that we 
did not have the number of samples that one would like to have in 
order to get a fair sampling to set a proper wage structure. 

Mr. Jackson. Well, sir, I think that that is a function of the par- 
ticular area within which a given installation is to be found. 

If you take the case of Pensacola, where we have quite a large 
O. & R. shop, you will discover that the wage area there is also some- 
what limited in its private industrial complex that is adjacent to it. 
And the number of samples at Pensacola was even less than at Ports- 

40814592 
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mouth. But because of the rules of the road which exist, that is tg 
say, is the job comparable or is it not comparable, you should have a 
certain minimum quantum of samples to be sure. 

But, in our judgment, there were sufficient samples in Portsmouth 
as indeed was the case in Pensacola. ; 

Now, there may be others where there are also rather limited num. 
bers of samples that can be availed of. 

Senator Jackson. Thank you very much. 

Do you have any questions? 

Senator Smitu. No; I have no questions. 

Senator Jackson. Thank you very much, Mr. Secretary. We 
appreciate your coming over. ; 

Mr. Jackson. Thank you very much. 

Senator Jackson. The Chair wanted to state that there are state. 
ments from Senator Bridges, Senator Cotton, and Congressman 
Merrow, and Congressman Oliver. Without objection, they will follow 
the statement of Senator Smith. 

Senator Smita. Mr. Chairman, I am informed that Mr. Gritta 
of the Metal Trades Council states that the position of their organi- 
zation on S. 19 is the same as its position last year on S. 2266, as stated 
at those hearings, so that will be included in the record. 

Senator Jackson. Yes; because we have incorporated all of the 
previous hearings by reference. 


STATEMENT OF HON. MARGARET CHASE SMITH, U.S. SENATOR 
FROM THE STATE OF MAINE 


Senator Smitw. Mr. Chairman, the spokesman ofr the opposition 
in Maine to this bill is John R. Newell, president ot the Bath Iron 
Works Corp., Bath, Maine. He made a statement to the joint stand- 
ing committee on labor of the 99th Legislature of the State of Maine 
on April 14, 1959. 

While I do not believe that his observations are valid, I ask that 
his statement be placed in the record of the hearing so that the sub- 
re may have the benefit of them in its deliberations on this 

ill. 

Senator Jackson. Without obiection, they will be included. 

(The statement referred to follows:) 


STATEMENT OF JOHN R. NEWELL, PRESIDENT, BATH IRON WORKS 


CORP., BATH, MAINE 
APRIL 14, 1959. 


To the Members of the Joint Standing Committee on Labor of the 99th Legislature 
of the State of Maine. 


GENTLEMEN: I am John R. Newell, president of the Bath Iron Works Corp., 
Bath, Maine. 

L.D. 1287 is for the purpose of memoralizing Congress to equalize wage rates 
between the Portsmouth Naval Shipyard and the Boston Naval Shipyard. My 
purpose in appearing before you today is to acquaint you with the detrimental 
effects to industry in the State of Maine, and particularly to my company, if this 
equalization of rates is accomplished. 

The policy of the Federal Government, and quite properly, has always been 
that the rate of wages of the employees in the navy yards shall conform, as nearly 
as is consistent with the public interest, with those of private establishments in 
the immediate vicinity. To do otherwise would create serious problems for pri- 
vate industry located in the area of such Government establishments. 
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The setting of wage rates in Government establishments is an administrative 
function—not legislative. This policy was clearly demonstrated by President 
Risenhower last year when he vetoed a bill to equalize the wage rates between 
Portsmouth and Boston Naval Shipyards. } , ; ’ 

for several years organized labor has been promoting legislation which would 
raise all wages In naval shipyards to the level of the highest-paid yards in the 
untry. This would mean, of course, that private industry in the areas of the 
saval shipyards would then be forced to grant comparable wage rates. Even- 


| tgally this would make it impossible for many private industries in Maine to 


compete because of our disadvantageous geographic location, long winters, high 
freight costs, et cetera, E 

If wage rates in Portsmouth and Boston Naval Shipyards were equalized, suc- 
weding steps would be to equalize the Brunswick Naval Air Station, then possibly 
Dow Air Force Base in Bangor, and then Loring Air Force Base in Limestone with 
Portsmouth. The end result of such a plan could be the equalization of all Govern- 
ment establishments at the highest levels in the country. This, gentlemen, I sub- 
mit, would be very unhealthy for the State of Maine. It could mean the eventual 
dissolution of our private shipyards, heavy fabricating plants and machine shops. 

These facts were pointed out to the Congress by the General Counsel of the 
Department of Defense on June 25, 1958, in his letter to Mr. Vinson, chairman of 
the Committee on Armed Services. 

Qn February 5 of this year, I had the privilege of addressing this committee 
with respect to costly unemployment compensation bills. In my remarks I 
stated that we recently were successful bidders on a large shipbuilding contract 
by an extremely close margin and that if those unemployment compensation bills 
had been law at that time and the cost of them included in our bid, we would 
have lost the contract. This example is 100 percent applicable to any future 
situation if we are forced by colle*tive bargaining or otherwise to meet the pro- 
posed increased wage rates of Portsmouth Naval Shipyard. On this point, our 
work is obtained on a purely cor petitive basis. If we are low bidder we get the 
work, if we are not low bidder we get nothing. This is not true in the case of 
naval shipyards. 

Maine industry simply cannot be competitive if higher and higher wage patterns, 
which may be completely justified in other areas of our country, are forced upon 
us. Our disadvantages, which I outlined earlier, must have compensating and 
ofisetting advantages. We are rapidly losing those compensating factors and as 
aresult we have all seen industry slipping away from our State 

A resolution of the legislature urging the Congress to pass a law for the benefit 
of one community in Maine which at the same time will bring great injury to the 
rest of the State would only further impair Maine’s industrial position. The 
equalization of wages as proposed in this resolution would have far-reaching and 
most serious economic consequences to the State of Maine. 

Private enterprise in Maine, facing an uphill job to provide employment for 
our State’s skilled workers, is in great need of a lift at this critical time—not 
further discouragement. 

respectfully urge that you consider this matter most seriously and I sincerely 
hope that you will recommend that L.D. 1287 ought not to pass. 

Sincerely yours, 
Joun R. NEWELL. 


Senator Smirn. Since the Senate passed this legislation twice last 

year—the second time being a 69 to 20 override of the President’s 
veto, there has been no significant change on the question of the issue 
involved here. The letter of the Secretary of Defense dated May 9, 
1959, opposing S. 19 makes that abundantly clear. 
_ If there has been any significant change it would be in the fact that 
in principle the executive branch has acknowledged the disparity of 
the wage situation at the Kittery-Portsmouth Naval Shipyard by the 
frantic zero hour action it took last year to raise wages at that yard in 
an attempt to head off the Senate from overriding the President’s veto 
and in similar action it subsequently took. 

The letter of the Secretary of Defense dated May 9, 1959, raises no 
hewargument. In fact, the arguments for and against this legislation 
are essentially the same as so fully stated in the hearing and the 
Senate debate last year. 
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Mr. Chairman, I also wish to place in the hearing record g copy 
my letter of May 6, 1959, to the chairman of this subcommittee so 
respect to the dilatory tactics of the Department of Defense =a 
legislation. ig 

Senator Jackson. Without objection, it will be included at th; 
point in the record. om 

(The letter referred to follows:) 


M 
Hon. Henry M. Jackson, AY 6, 1959, 


Chairman, Subcommittee on S. 19, 
Committee on Armed Services, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: On January 9, 1959, I introduced §. 19, g 
identical with 8. 2266, which was unanimously approved by the subsomaliae 
last year and which was not only passed by the Senate and the House, but - 
which the President’s veto was overridden in the Senate by a vote of 69 to 20 ” 

It is now 4 months since the bill was introduced and yet neither the Nay 
Department nor the Defense Department have made a departmental report = 
the bill. Mr. William Darden, professional member of the committee staff. i. 
early February made the first of several requests asking that a departmental rep " 
be expedited. He has made several unsuccessful attempts to get a response bom 
the Navy Department and the Defense Department. 

Over 2 weeks ago he was informed that the matter was before the General 
Counsel of the Department of Defense and that the General Counsel planned to 
deliver in person to me the departmental report within 2 or 3 days of that time 
which was April 19, 1959. As of this writing nothing has been received or heard 
from the Defense Department, its General Counsel, or the Navy Department, 

There is no secret about what the departmental report will state. It wij 
oppose the bill. This makes all the more inexcusable the delay and failure of the 
Defense Department to make its report on the bill because it knows that the 
custom and courtesy of the committee has been not to take up a bill until receiving 
a departmental report on the bill. It is obvious that the Defense Department and 
the Navy Department are deliberately holding back the report in order to stymie 
any action on the bill. This is what I term a ‘‘departmental stalling veto,” 

It is nothing less than an affrontery to the committee and to its members and 
I think that the time is long past when the subcommittee should continue to 
extend to the Defense Department the courtesy that the Defense Department is 
not willing to extend to the committee. 

I can see no reason whatsoever to permit the stalling tactics of the Defense 
Department to further thwart the will of the committee and in view of the dis- 
graceful record of the Defense Department on this matter I can see no reason either 
to wait for a departmental report further or even to ask again for a report since 
past requests have been futile and have been ignored. 

Therefore, I urge that the subcommittee have a meeting on S. 19 without further 
delay and as quicklv as possible. 

Sincerely yours, 
MARGARET CHASE SMITH, 
U.S. Senator. 


Senator Jackson. Without objection, we will include the letter of 
the Secretary of Defense under date of May 9, 1959. 
(The letter referred to follows:) 


Dear Mr. CHAIRMAN: By letter of January 14, 1959, you requested the views 
of the Department of Defense on 8. 19, 86th Congress, a bill to provide a method 
for regulating and fixing wage rates for employees of Portsmouth, N.H., Naval 
Shipyard. 

S. 19 would direct the Secretary of the Navy to establish hourly rates of pay 
for all per diem employees of the Portsmouth Naval Shipyard at the same rates 
as are paid at the Boston Naval Shipyard. This bill is identical to 8. 2266 of the 
85th Congress, which was passed by both Houses of Congress but was vetoed by 
the President. In his veto message the President advised that since there were 
alleged inequities he was directing the Secretary of the Navy to review the entire 
situation and to make such ad‘u'tments in the wage rates at Portsmouth Naval 
Shipyard as were warranted by his review. 
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As a result of this direction, the Secretary of the Navy considered all aspects 
of the situation, in particular the views of the Congress that no ‘comparable 
industry,” i.€., shipbuilding, existed in the Portsmouth area. Although ‘‘com- 

ble jobs” rather than “‘comparable industry”’ has been and is the basic criterion 

for survey comparisons, the Secretary made an administrative exception which 

ie considered would meet the objections both of the Congress and of employee 

jzations which favored enactment of 8S. 2266. This exception, in the ‘‘public 

interest,” allowed the survey samples taken from the Portsmouth area to be 

sup iementod a? cnegs a = a a ie private shipyard 
the north and one to the south of the Portsmouth area. 

The result of this action was an immediate increase of $0.19 an hour for trades 
at the machinist level; $0.10 an hour for trades helper; and $0.05 an hour for 
iaborer, effective August 16, 1958. Following a survey conducted during Sep- 
tember and October of 1958, additional hourly increases of $0.16, $0.15, and 
$0.06, for these ratings respectively, were granted effective December 6, 1958. 
The Secretary of the Navy believes that his action has taken into full consideration 
the previous objections of the Congress and of employee organizations, while 
maintaining — a 0 ea and the spirit of the law which controls 

fixing in the Department of the Navy. 

is law (sec. 7474 of title 10, U.S.C.) provides that ‘‘the Secretary of the Navy 
shall establish rates of wages for employees of each naval activity where the rates 
gre not established by other provisions of law to conform, as nearly as is consistent 
with the public interest, with those of private establishments in the immediate 
vicinity.” Through practical application, “immediate vicinity’ has come to 
mean the area surrounding a naval activity within which the predominant num- 
ber of employees reside, and within which employees could change employers 
without changing their residence. In the case of the Portsmouth Naval Shipvard, 
een mS the employees reside within the presently established Ports- 
mouth labor-market area. 

The Department of Defense considers that the existing statutes and procedures 
used to determine wages are fair to employees and are fully in keeping with the 
mesending and pa system of determining pay on the basis of industrial 
rates prevailing in the area. 

The Department of Defense strongly opposes enactment of 8. 19 for the follow- 
ing reasons: 

(a) It is special legislation which would provide in effect that rates currently 
being paid by industry in the area of Portsmouth, N.H., would not be considered 
in arriving at rates to be paid to employees at the naval shipyard there. Rather, 
7 aa would re required to pay arbitrarily the same rates as are being paid in 
alarge industrial area some 60 miles away. 

(6) The principle, if established, would change existing nationwide practices 
by extending the rates paid in one labor-market area to an adjacent area where 
prevailing rates are markedly lower. It would constitute a precedent for demands 
for similar treatment in all labor-market areas adjoining higher-paying areas. 
Such demands have already been received in the military departments on the 
basis of action taken in the Portsmouth area last year. Once established, a 
precedent of this nature could well destroy the locality wage concept and, since 
the pressures will always be in the direction of the highest paying areas, could 
result in nationwide rates based upon those in the highest paying areas. 

(c) Immediate costs to the Department of Defense from enactment of this 
legislation would approximate $1,700,000. Furthermore, it would be extremely 
difficult, if not impossible, to argue logically against extension of the same principle 
to other Department of Defense activities located in labor-market areas within a 
fore corgad Boston. Should siete ren te occur, increased costs to the 

partment of Defense would be about $6 million. 

d@) With each extension of the principle embodied in this bill, it would be more 
dificult to draw a final line short of nationwide rates. To enable the military 
departments to recruit and retain personnel in all labor-market areas, these 
nationwide rates would have to be at about the level prevailing in the highest 
wage areas. An increase of 1 cent an hour in the average pay of Department of 
Defense wage-board employees in the continental United States results in increased 
payroll costs of over $10 million a year. Increased costs of a nationwide rate, 
based upon the highest paying areas, would run to hundreds of millions of dollars. 

(e) Aside from increased costs to the Department of Defense, the effect of 
extension of the principle embodied in 8. 19 upon local private employers would 
besubstantial. For example, if the San Francisco schedule of rates were extended 
to areas where average industry rates are much lower, current Department of 
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Defense wage-board schedules in these areas would have to be raised in So 
eases by as much as $0.60 an hour. The serious problems created for local whi 
employers by raises to Government employees of this magnitude, and the tine 
protests from such employers, can well be imagined. ong 

The Department of Defense respectfully urges that S. 19 not be enacted 
8. 19 favors employees in one activity over those of other Government activities 
and would establish a precedent of special legislation for wage fixing on a sin le 
activity basis. 1 . 

The Bureau of the Budget has advised that there is no objection to the sub. 
mission of this report on S. 19 to the Congress. 

Sincerely yours, 
Net McExgoy, 

Senator Jackson. The statements I heretofore mentioned will be 

included in the record. 


STATEMENT OF HON. STYLES BRIDGES, U.S. SENATOR FROM Typ 
STATE OF NEW HAMPSHIRE 


Senator Bripges. Mr. Chairman, there are many arguments that 
can be and will be offered in support of the enactment of S. 19. Ip 
an effort, however, to be brief and avoid repetition, I will direct my 
remarks to the law of 1862, which establishes the criteria for estab. 
lishing wage rates at all naval shipyards. This law states: 

The rate of wages of the employees in the navy yards shall conform, as nearly 
as is consistent with the public interest, with those of private establishments jp 
the immediate vicinity of the respective yards, to be determined by the com- 
mandants of the navy yards, subject to the approval and revision of the Secretary 
of the Navy (12 Stat. 587, 34 U.S.C. 505). : 

From 1924 to 1947, the Navy Department during the 23-year period 
had no difficulty justifying the inclusion of the Boston Naval Shipyard 
with the Portsmouth Naval Shipyard as being one and the same wage 
area. After 1947, despite the immense progress in the field of trans- 
portation and communication which resulted in bringing Boston and 
Portsmouth even more closely together, the Navy Department r- 
jected its prior interpretation of the 1862 law. Why did they do this? 
To determine the answer to this question we go back to a regulation 
which was promulgated by the War Labor Board in 1943. This 
agency which was created by an Executive order of the President was 
designed to stabilize wage rates during the Second World War. Under 
these regulations the Navy Department was required to adopt a “labor 
market area’’ concept in determining wage rates. After the war 
ended, and this regulation ceased to exist, the Navy decided that it 
would continue this same wartime standard in setting wage rates. As 
a result, this wage policy which was conceived and born under wartime 
conditions has caused dissatisfaction and deterioration of morale 
among the Portsmouth Naval Shipyard employees. It is ironical and 
unfortunate that years after the termination of World War II we are 
still plagued by the effects of an Executive wartime directive. 5. 19 
merely seeks to reestablish the peacetime interpretation of the law of 
1862. Last year I stated before this committee that the Navy Depart- 
ment has repeatedly refused to return to the prewar interpretation of 
this law. Congress is therefore left with no remedy except to enact 
S. 19, which will reestablish an equitable wage formula which pre- 


viously existed between the Portsmouth and the Boston Naval Ship- 


yards. 
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gTATEMENT OF HON. NORRIS COTTON, U.S. SENATOR FROM 
THE STATE OF NEW HAMPSHIRE 


Senator Corron. The Portsmouth Naval Shipyard has more 
experience in the design and construction of nuclear-powered sub- 
marines than any other naval shipyard in the world. Its current work 
assignments include construction of high-speed, atomic-powered 
attack submarines of new design, and construction of a fleet ballistic 
missile submarine, the so-called Polaris submarine, which holds such 
tremendous promise for our defense and our national security. 

The rising importance of the submarine as a weapon, especially 
when it is designed to fire the Polaris, 1,500-mile missile, increases the 
national defense burdens on the Portsmouth Naval Shipyard. There- 
fore, its continued maintenance and operation in a high state of readi- 
ness, Of training, of morale, and of modernization is vital to our 
national security. 

The Portsmouth Naval Shipyard is also of great economic import- 
ance to large parts of New Hampshire, Maine, and Massachusetts. 
It is the largest industrial activity north of Boston, employing nearly 
8,000 persons. 

Senator Smith’s bill, S. 19, which the committee is now considering, 
is designed to correct a serious inequity which I believe hampers 
effective and efficient operations at the shipyard. 

Despite the key national defense role of the Portsmouth Naval 
Shipyard, wages there are lower than at any other naval shipyard 
and they are unfairly and significantly lower than wages paid at the 
Boston Naval Shipyard only 60 miles away. 

Events which have occurred since this committee reported, and the 
Congress approved, a similar bill last year, have done nothing to 
lessen my concern over this situation. The latest pay raise which 
became effective December 6, 1958, again increased the’ disparity 
between the naval shipyards at Boston and Portsmouth. 

There are several unique factors at the Portsmouth Naval Shipyard 
which I believe fully justify the passage of legislation to put Boston 
and Portsmouth into the same area for wage purposes. Portsmouth 
is the only naval shipyard whose normal wage survey area does not 
include any private shipyard. The Navy has administratively 
extended the Portsmouth wage survey to include some data from the 
nearest private shipyards in Boston to the south and the Brunswick, 
Bath, Portland areas to the north, but such makeshift arrangements 
are no substitute for adequate legislation to correct the existing 
situation. 

Furthermore, there is little heavy industry in the vicinity of the 
Portsmouth Naval Shipyard, and there are a number of jobs at the 
shipyard for which no counterparts exist in the immediate vicinity. 
Testimony before this committee last year indicated that in 1957 the 
wage rates for 5,351 employees at the shipyard were fixed on the basis 
of only 316 wage samples from private industry in the area. That is 
like having the tail wag the dog, and does not square with sound ad- 
ministration of the Government’s wage policies. 

It should also be noted that Portsmouth and Boston were in the 
same wage area for many years prior to 1947 and had identical wage 
rates. 








12 WAGE RATES, PORTSMOUTH, N.H., NAVAL SHIPYARD 


For these reasons I urge the committee to favorably report-§, 1g 
which will end the present unfair disparity and assure fair treatment 
of the employees at the Portsmouth Naval Shipyard. 


STATEMENT OF HON. CHESTER E. MERROW, REPRESENTATIVE, 
FIRST CONGRESSIONAL DISTRICT OF THE STATE OF yey 
HAMPSHIRE 


Mr. Merrow. Mr. Chairman, I appreciate the opportunity to 
again present testimony to the subcommittee of the Senate Armed 
Services Committee in support of S. 19, introduced by Senator Smith 
to correct an inequity long existing in connection with the rates of 
pay for the per diem employees at the Portsmouth, N.H., Naval 
Shipyard. This bill provides that— 
hourly rates of pay for all per diem employees employed at the Portsmouth 
New Hampshire, Naval Shipyard at the same hourly rates as are paid to employees 
of similar classification resulting from area wage survey applicable to employees 
of the Boston, Massachusetts, Naval Shipyard. ° 

I have an identical bill pending in the House Committee on Armed 
Services (H.R. 397). 

The Portsmouth Naval Shipyard is located approximately 60 miles 
from Boston. We are proud of the fact that it is considered to be one 
of the finest submarine-building yards in the country. Over the years 
this yard has made an outstanding record and an invaluable contri- 
bution to the defense of the United States. It is extremely unfair 
that the skilled employees at the Portsmouth Yard performing the 
same type of work as those at the Boston Yard are not receiving 
the same rate of pay. 

The cost of living in Portsmouth and vicinity is high. The method 
used by the Navy in determining wage rates is outmoded and unjusti- 
fiable as far as the Portsmouth Naval Shipyard is concerned. It is my 
opinion that the industries in the area are not comparable with the 
type of work that is being carried on at the yard and to continue to 
proceed with the present method certainly works a hardship on the 
employees at the Portsmouth Yard. It is very difficult to understand 
why those who are doing the same type of work as being done by 
another shipyard within a radius of about 60 miles should not receive 
the same compensation. 

The statute governing the wage scale of the Navy was passed in 
1862. It is unfortunate that the employees of the Portsmouth Naval 
Shipyard are being penalized because of an outmoded law. Times 
have changed considerably since the law was passed. Communities 
are actually much closer together and the cost of living in the Ports- 
mouth area and vicinity is high. 

I have long worked for the correction of this situation and I am 
delighted that this subcommittee is conducting this hearing. It is my 
hope that you will see fit to act favorabiy on the proposed legislation. 


STATEMENT OF HON. JAMES C. OLIVER, REPRESENTATIVE, FIRST 
CONGRESSIONAL DISTRICT OF THE STATE OF MAINE 


Mr. Outver. Mr. Chairman, I appreciate the opportunity, which 
has been extended to me, to make a brief statement of vital importance 
to the residents of my State, concerning the issue raised by S. 19, 
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introduced by the gracious lady of Maine, who is our senior Senator; 
namely, the equalization of wage rates at the Kittery Naval Yard 
with the rates paid at Boston. 

The testimony, which has already been given to this committee, 
Mr. Chairman, covers in detail the differential about which the citi- 
zens of Maine in general, and the naval-yard workers in particular, 
are disturbed. The administrative action in 1958, to correct this in- 
justice which was stimulated by the passage of similar legislation in 
the Senate, under the sponsorship of Senator Smith, did not and does 
not provide the answer so far as the correction of this basic injustice 
igconcerned. As a matter of fact, Mr. Chairman, I am advised that 
the differential in average wages paid between Boston and Kittery 
was narrowed then to 12 cents per hour but since the administrative 
action was taken, this gap has widened so that now it is 14 cents per 
hour or more. 

There can be no satisfactory solution to the problem until the Navy 
yields from its persistent opposition to the equalization of these wages. 
In my opinion, this applies not only to the current issue before your 
committee with regard to Kittery, Mr. Chairman, but it applies with 
equal justice to every other section of the country. 

[submit that the basic issue is whether the Navy, representing the 
US. Government, is to be required to establish wage procedures which 
will make effective, equal pay for equal work. The only possible 
justification for the Navy’s position is found in its unwillingness to 
Sieh its long standing practice in applying obsolete wage procedures. 
Certainly, living costs in Kittery, as contrasted to Boston, do not 
justify the continuance of this injustice. The Navy does not contend 
that Boston mechanics have more skill than Kittery mechanics. The 
Navy does contend, however, that the costs will be higher; that other 
areas of the country are asking for similar consideration; that wages 
should be set by administrative procedures. 

Speaking for Maine employees at the yard, I contend that the Navy 
has no moral right, through its continuing wage discrimination in the 
Kittery-Boston situation, to depress Maine wages by continuance of 
the existing differentials; and that Navy should not discriminate 
against Maine workmen or, for that matter, workmen in any other 
area of the Nation. 

In my opinion, the Navy is wrong in principle and the Navy since 
it does not see fit to act through administrative action then, it should 
not obstruct legislation by the Congress to correct this basic injustice. 

In closing, Mr. Chairman, let me say that I do not wish to impose 
upon the committee’s time to belabor further this issue. You have 
the facts as they have been presented in previous testimony. The 
issues are the same as they were during your consideration of this 
question last year. It is my feeling and my hope that the Congress 
will act favorably as it always does to correct injustices, wherever they 
exist when they have constructively been brought to the attention of 
the membership. 

I thank you for the courtesy and consideration which you extended 
to me for the purpose of making this brief statement. 

Senator Jackson. Does anyone present desire to be heard? 

(No response.) 

Senator Jackson. If not, the committee will conclude its hearings. 

(Whereupon, at 2:35 p.m., the subcommittee adjourned.) 
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ire 


(The subcommittee subsequently voted to report S. 19 favorably, 
without, amendment, to the full committee.) Bike 

_ (The following telegrams were received subsequent to the 
ing :) 


Senator Marcaret T. CHAseE SMITH, 
Special Subcommittee on S. 19, Senate Armed Services Committee, 
Senate Office Building, Washington, D.C. 


Will you please read the following into the record of the special Senate suk.” 
committee meeting on 8. 19: “Bath Iron Works Corp., a private shipbuilder 
employing 2,900 people largely on naval shipbuilding contracts, is strongly 
opposed to S. 19—both in principle and with respect to the detrimental effect 
would have on this company. We are opposed in principle because we strongly 
feel that the setting of wage rates in Government establishments is an administra- 
tive function, not legislative. The principle now in effect of setting wage rates 
administratively which conform as closely as possible with those of private 
lishments in the immediate vicinity is sound. Boston Naval Shipyard rates 
should be consistent with Bethlehem, Quincy Shipyard. Portsmouth Naval 
Shipyard rates should be consistent with establishments in the Maine and New 
Hampshire area, not Boston. Portsmouth Naval Shipyard wage rates now 
exceed the wage rates paid by this company and are probably higher than those 
paid by any private employer in Maine or New Hampshire. If we are forced 
collective bargaining or otherwise to meet Boston*Naval Shipyard wage rates” 
our bids for future work will have to be considerably higher and we undoub be 
will not be low bidder. Had we been paying Boston Naval Shipyard wage rates, 
we would have lost our last contract. I am sure that you realize what effect 
this would have had upon your constituents in this area. State of Maine Legisiag™ 
tive Document No. 1287, which would memoralize the Congress to equalize the | 
wage rates between Portsmouth and Boston, was tabled by the Maine Senate 
some 3 weeks ago and remains on the table today, thus indicating that the 
Maine senate is fully aware of the detrimental effect 5. 19 will have on employs 
ment opportunities in the private industries of Maine. 

Bato Iron Works Corp, 7 
Joun R. NEWELL. 


Batu, Matne., May 18, 1959. 


Avueusta, Maine, May 20, 1959, 
Senator Ricnarp B. RussE.L1, 
Chairman, Armed Services Committee, 
U.S. Senate, Washington, D.C.: 


Take exception to certain statements made in telegram from John R. Newell oi 
Bath Iron Works to your committee relative to Senator Chase’s 8. 19. Newell’@> 
presumption unwarranted regarding disposition of memorial to Congress i® 
support of S. 19 from Maine Legislature. Memorial passed Maine House 109 to2# > 
and is now tabled in Maine Senate. Tabling actior is not indicative of final dis= 
position. Request that this be placed in your record. 

Wituiam E. DENNET 
Representative, Kittery, Maine. 
Xx 








